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BURUNDI: KEY ECONOMIC INDICATORS (1,2) 
(Millions of Burundi Francs except where otherwise noted) 


PERCENT PERCENT 
CHANGE CHANGE 
1983 1984 1983/84 1985 1984/85 


INCOME AND PRODUCTION 


GDP at Current Market Prices 103,228 110,867 7.4% 122,509 
GDP at 1970 Factor Prices 204533 25,803 -6.3% 27,171 
Primary Sector 17,325 15,131 -12.7% 16,674 
Secondary Sector 4,216 4,362 3.5% 4,488 
Tertiary Sector 5,992 6,310 5.3% 6,102 
Per Capita GDP (in dollars) $235 $173 - $217 


GOVERNMENT FINANCE AND MONEY SUPPLY 


Ordinary Operating Budget 
Revenues 
Expenditures 
Ordinary Budget Surplus/Deficit 
Extraordinary Investment 
Budget (expenditures) 
Money Supply (M1) 
Inflation Rate (%) 


OUTSTANDING PUBLIC DEBT 


Exterior Debt 
Multilateral loans 
Bilateral loans and credits 
Private and Commercial Loans 
and Credits 
Interior Debt 
Debt Service Ratio (3) 


BALANCE OF TRADE/PAYMENTS (4) 


Exports and Reexportations 
(FOB Bujumbura) 7,613 
Coffee 87.0% 
Value of U. S. Market Share 9.4% 
Value of BE. C. Market Share 71.2% 
Value of Asian Market Share 7.4% 
Value of CEPGL Market Share 2.1% 


Imports (CIF Bujumbura) 17,075 
Value of U. S. Market Share 9.4% 
Value of E. C. Market Share 43.0% 
Value of Asian Market Share 25.8% 
Value of CEPGL Market Share 9% 


Balance of Trade Surplus/Deficit -9,461 
Balance of Payments Surplus/Deficit 403 
Net Foreign Exchange Reserves 2,627 


See page 10 for footnotes 
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INTRODUCTION 


Burundi is a small, landlocked and densely populated country in 
the central highlands of Africa. It is bordered by Rwanda to 
the north, Zaire to the west, and Tanzania to the east and 
south. Burundi's location makes it dependent on the good will 
of its neighbors for much of its trade flow; the location also 
results in high transportation costs for both imports and 
exports. Burundi's population of 4.7 million is growing at an 
annual estimated rate of 2.9 percent. The population density 
of 437 people per square mile is one of Africa's highest. 
Approximately 94 percent of the population depend upon 
agriculture for its livelihood. 


SUMMARY OF TRENDS 


Since Burundi's economy is predominantly agricultural, the 1984 
drought had a severe impact. Although relatively high world 
market prices for primary exports -- coffee, tea, and cotton -- 
helped the economy to expand in 1985, the GDP as measured in 
1970 factor prices did not reach its 1983 level. The secondary 
and tertiary sectors were stagnant in 1984 and again in 1985. 


The Government plays a major role in the economy. Government 
expenditures equalled 20 percent of GDP in 1984. The aim is to 
prevent economic deterioration. Fiscal austerity has reduced 
the deficit for Burundi's combined budgets, the ordinary budget 
and the extraordinary investment budget, to $25 million in 1985 
and 1986. However, Burundi will continue to depend on 
substantial foreign assistance. In 1985, grants and loans to 
the country approached $185 million. Having increasingly 
resorted to foreign and domestic capital markets to finance its 
ambitious development program, outstanding external debt 
amounted to roughly $345 million at the end of 1984. The debt 
service ratio probably reached 25 percent in 1985. A 
significant increase in foreign assistance and in public and 
private capital flows would be necessary for Burundi to attain 
a viable balance of payments situation. However, by delaying 
the repatriation of profits and by jealously guarding export 
revenues, the Government managed to increase its foreign 
exchange holdings in 1985. 


To address the weakness in the economy, the Government is 
negotiating a stabilization and readjustment program with the 
International Monetary Fund and the World Bank. The 
negotiations center around Burundi's acceptance of fundamental 
economic reforms which would substantially alter the economy. 
As Burundi contemplates economic reforms, it is also 
negotiating a Bilateral Investment Treaty with the United 
States and with some European countries to provide a framework 
of guarantees for investors seeking opportunities. 
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The American company Amoco has begun exploring for hydrocarbons 
and has completed seismic studies in the Ruzizi Plain. 

These results are being analyzed. Drilling might begin in 1987 
if commercial quantities of oil are found. 


Once again, American importers are beginning to purchase 
Burundi's principal export, coffee. The U.S. bought about 5 
percent of the 1985 coffee crop and is expected to purchase 
about 29 percent of the 1986 production. The EEC countries 
will remain the principal trading partners, providing most 
imports and purchasing the bulk of the coffee, tea, and cotton. 


PRODUCTION AND INCOME 


PRIMARY PRODUCTION: The Burundi economy is predominantly 
agricultural. The primary sector accounts for almost 60 
percent of the GDP, and accounted for about 90 percent of 
exports in 1984 and in 1985. 


Primary production can be divided into three subsectors. The 
subsistence subsector -- which includes food crops, animal 
husbandry, fishing, and lumber is by far the largest, totalling 
89 percent of all primary production. Cash crops for export 
comprise the second subsector and consist primarily of coffee, 
tea, and cotton. The import substitution subsector is 
producing rice, palm oil, sugar cane, and cotton for 
locally-made textiles; this subsector is being developed with 
the help of the Government and of foreign donors. 


SUBSISTENCE PRODUCTION: The subsistence subsector is Burundi's 
largest employer. Bananas represent almost half of total food 
crops, while beans, cassava, maize, peas, and sweet potatoes 
make up the balance. Subsistence production declined by 10.5 
percent during 1984 due to the very serious drought. 

Sufficient rainfall should have allowed subsistence production 
to increase in 1985. Food production must increase to keep up 
with the burgeoning population. Efforts by the Government and 
by foreign donors, including the United States, to introduce 
better varieties of plants, increase the use of fertilizer, and 
manage existing land better should help Burundi to remain 
nominally self-sufficient in food. 





Animal husbandry is the third most important agricultural 
activity after food crops and coffee. Production of meat and 
milk has been unsatisfactory. The Government hopes to increase 
production and build a new slaughterhouse during the Fourth 
Development Plan (1983-87) to meet the increasing domestic 
urban demand and to exploit the potential export market in 
neighboring countries. Swine and sheep have been introduced in 
Many areas. 


Fish from Lake Tanganyika provide an important source of 
protein. In 1985, the catch was about 10,000 tons. Prices are 
so high that most people cannot afford the larger fish. 

Foreign donors are working with the Ministries of Agriculture 
and Rural Development to develop fisheries in the interior. 


Forestry output has been increasing since the late 1970's, but 
reforestation to control erosion and to provide wood for fuel 
has been emphasized.) 


CASH CROP PRODUCTION: Cash crops account for approximately 95 
percent of Burundi'’s foreign exchange earnings. Coffee alone 
provided about 85 percent of those earnings in 1984 and 1985, 
making Burundi extremely dependent on world coffee prices. 
Coffee is cultivated almost exclusively by individual farmers 
on small, privately-owned plots. Although the 1984/85 coffee 
crop was 27 percent smaller than the 1983/84 crop, higher world 
coffee prices and new coffee processing plants permitted 
revenues from coffee to increase almost 66 percent from 1984 to 
1985. The 1985/86 crop will exceed 30,000 tons of green, 
export-quality coffee, and Burundi's coffee output for the next 
five years should average 30,000 tons. The Government has 
increased producer prices to assure that Burundi will continue 
to meet its International Coffee Organization (ICO) entitlement 
-- currently 28,200 tons -- and OCIBU, the parastatal 
responsible for coffee purchasing and processing, is striving 
to further improve coffee quality. 


In order to reduce dependence on coffee and ::9o diversify 
exports, the Government has encouraged cotton and tea 
production. Although the number of tea plants remained 
relatively stable in 1984, tea production rose to 15,000 tons, 
increasing 46 percent. Burundi tea commanded high prices on 
the world market, although total revenues from tea remain very 
small. The outlook is excellent. 





The export potential for cotton also is bright. Burundi 
produced 6,533 tons of cotton grain in 1984 and 7,155 tons in 
1985. The Government plans to increase the amount of cotton 
planted in the coming years and hopes to produce 10,000 tons 
per annum in the 1990's. France has agreed to finance a new 
cotton--processing factory in 1986. 


IMPORT SUBSTITUTION: Most of the cotton is used for domestic 
consumption at the Chinese-built textile plant, but Burundi 
exports cotton grain to Belgium, Britain, and Zaire. 
Production of rice and palm-oil has grown steadily in recent 
years. Sugar cane has been planted in the Moso Region of 
eastern Burundi in anticipation of a sugar refinery and 
distillery. 


SECONDARY PRODUCTION: In spite of substantial investment, 
growth in the secondary sector remains under five percent per 
annum. Production gains remain oriented toward import 
substitution for a few basic goods. Industrial output remains 
severely constrained by the small domestic market, the scarcity 
of trained personnel, and the limited possibilities to export. 


Despite these constraints, the Government offers certain 
advantages for industrial development and provides incentives 
to investors. The Investment Code offers tax holidays and duty 
exceptions on selected imports. However, these benefits are 
available to only one company per industry, which discourages 
competition. Current policy permits foreign investors to 
repatriate 30 percent of distributed dividends or profits every 
year, although lack of hard currency often causes delays. 


Food processing dominates the manufacturing sector, with 
brewing and bottling the most important activities. Beverage 
production increased significantly in 1984-85. A new brewery 
in Gitega began operating in 1985. Overall, industrial 
production climbed seven percent, although a decline in 
construction and crafts held the increase in total secondary 
production to just 3.5 percent. The mediocre coffee crop cut 
the ouput of the agricultural industries by 32 percent. 
Because of frequent electrical interruptions, industrial 
production probably failed to increase in 1985. 


The construction industry did not expand in 1984 in spite of 
several hydroelectric and road projects. The new airport 
terminal is largely completed and opened to the public in 
1985. Several public buildings were also inaugurated. A new 
international class hotel, the Novotel, opened its doors for 
the Franco-African summit held in Bujumbura in December 1984. 


During the remainder of the Fourth Development Plan (1983-87), 
the orientation of the secondary sector will continue to be 





toward import substitution. Export promotion will be a 
secondary, medium-term objective as increased opportunities for 
trade arise. The next development plan will build upon 
Burundi's strength in the primary sector and will emphasize 
exploitation of domestic raw materials in an effort to 
integrate primary and secondary production. The food 
processing industry should experience significant growth. 
Contracts have been awarded for the construction of a sugar 
refinery in the Moso region. A distillery to transform sugar 
by-products into alcohol is under study. The Government is 
examining the feasibility of processing phosphate reserves for 
fertilizer to improve both incomes and food crop cultivation. 
In order to exploit substantial deposits of carbonatite rock 
and lime, the construction of a cement plant is being 
considered. 


ENERGY: Two hydroelectric complexes came on line in 1984, and, 
together with a major hydroelectric project which will be 
completed in 1986, will reduce Burundi's dependence on imported 
electricity. In addition, the Government is promoting peat 
production for energy use with assistance from USAID and from 
Finland. The major source of energy in Burundi remains wood or 
charcoal, however. 


The Rift Valley, of which Lake Tanganyika and the Ruzizi Plain 
are part, is now the object of intense geological research. 
Preliminary surveys have indicated that hydrocarbons may lie 
under the Plain or under the waters of the lake. Amoco has 
completed seismic studies in the Ruzizi Plain and is analyzing 
the results of those studies. Amoco plans to outfit a boat to 
examine what may also lie under the lake. If the research 
indicates that commercial quantities of oil exist, drilling 
might begin in 1987. 


TERTIARY PRODUCTION: Tertiary production recorded a moderate 
increase in 1984, growing 5.3 percent. Modern services grew 
much faster than traditional services. New hotels failed to 
attract new occupants; one hotel was forced to close its doors 
in 1985; and all of the hotels suffered from low occupancy 
rates. Transport and communications activities grew ten 
percent in 1984, and they should expand again this year. The 
effect of Ugandan strife on Burundi in 1985 will be 
inconsequential. The cost of transporting goods through 
Tanzania is actually lower than the cost of transport via the 
Northern Corridor -- Mombasa to Nairobi to Kampala to Kigali to 
Bujumbura; so the transportation industry may be permanently 
reoriented. Use of air freight has also increased because of 
concerns about long delays in Mombasa, Dar-Es-Salaam, and on 
the long, occasionally muddy roads in between. 





GOVERNMENT FINANCE 


BUDGET: The Government plays a major role in the economy, and 
expenditures equalled 20 percent of GDP in 1984. A major 
effort to liquidate unpaid obligations and to balance the 
budget is paying off. The 1984 deficit was smaller than 
anticipated, and the ordinary budgets for 1985 and for 1986 are 
balanced. Unfortunately, the investment budget continues to 
borrow heavily from Burundi's central bank, meaning that the 
combined budget deficit will be close to 3 billion Burundi 
francs -- $25 million -- in 1985 and 1986. A good coffee 
harvest in 1985/86 and high world market prices will benefit 
the Treasury. 


The 1986 ordinary budget will total $180 million, and the 
extraordinary investment budget will total $30 million, up 
about five percent over the combined budgets for 1985. The 
ordinary budget keeps public sector expenditures under control, 
cuts interest costs, and should prevent significant inflation. 
The investment budget concentrates on completing projects. 
Fully 30 percent will pay interest and debts from previous 
years; 21 percent will finance agricultural and rural 
development projects; and 27 percent will finance new 
infrastructure or repairing existing structures. 


Despite this fiscal austerity, Burundi will continue to depend 
on substantial foreign assistance. In 1984, grants and loans 
to the country amounted to more than $175 million, and the 
total will approach $185 million in 1985. 


DEBT: Since 1976 Burundi has increasingly resorted to foreign 
and domestic capital markets to finance its ambitious 
development program. Outstanding external debt amounted to 
roughly $345 million at the end of 1984, rising 27 percent 
during the year. Much of that increase was related to the 
November 1983 devaluation. Foreign debt is expected to rise 
another 13 percent in 1985. Until recently, Burundi has been 
fortunate, as the repayment rate has not kept up with the 
increase in disbursements since the greater portion of 
Burundi's foreign borrowing is from international organizations 
and carries a long grace period and concessionary interest 
rates. The debt service ratio has now begun to climb rapidly; 
it will probably reach 25 percent in 1985. Unless the 
Government ensures that a high proportion of future loans for 
development activities remains on concessional terms, Burundi 
will face serious debt repayment difficulties in the future. 





BALANCE OF PAYMENTS 


Burundi's balance of payments situation worsened in 1984, but 
should improve in 1985. The improvement results from increased 
foreign lending. Although capital account surpluses continue 
to exceed current account deficits, the long-term balance of 
payments outlook is bleak. The Government's restrictive import 
licensing program is designed to keep the balance of payments 
deficit down, but until the Government decides to use a more 
realistic exchange rate, the problem will remain serious. The 
1983 devaluation had a net positive effect on the balance of 
payments, and a second devaluation would probably improve the 
situation. Imports would be more costly, reducing demand; 
manufactured exports would be more competitive; and the 
Government would have additional Burundi francs to pay 
producers, creating an incentive to increase production. 
However, a significant increase in foreign assitance and in 
public and private capital flows would be necessary for Burundi 
to attain a viable balance of payments situation. 


EXPORTS: Burundi's exports consist almost entirely of primary 
products. Coffee comprised 87 percent of total exports in 1983 
and 84 percent in 1984. Developments in coffee output and in 
world market prices will continue to have an enormous impact on 
Burundi's trade balance. The weather and world market prices 
also affect Burundi's other major exports -- tea and cotton. 
Tea exports rose dramatically in 1984 and should increase once 
again in 1985. The excellent quality of Burundi tea has 


commanded high prices which have permitted the Government to 
augment foreign reserves. Manufactured exports increased 277 
percent, as textiles were exported in place of raw cotton. 
Exports of beer and of bottles also recorded appreciable 
increases. The bottle exports appear doomed, as the bottle 
factory is closing in late 1985, and it will probably not 


reopen. Imported bottles from Europe are simply much cheaper. 


IMPORTS: Import volume was a record 225,213 metric tons in 

- Production inputs and intermediate goods accounted for 
43 percent of all imports. Consumer goods made up 32 percent, 
although Government controls caused imports of beverages, 
clothing, household items, processed foods, textiles, and 
toiletries to decline. Construction and agricultural inputs 
were up, but imports of capital goods, particularly electrical 
goods and road construction equipment, declined. The 
Franco-African summit was partially responsible for imports 
being as high as they were. During 1985, imports will probably 
not increase very much in value or in volume. 


DIRECTION OF TRADE: The markets for Burundi's principal 
export, cottee, have shifted dramatically. Historically, the 
United States purchased about half of Burundi's coffee, but 
U.S. purchases equalled less than two percent of coffee exports 
in 1984. American buyers have made some purchases in 1985, and 
the U.S. share will likely rise to 5 percent this year and to 





20 percent in 1986. For the past few years, the EEC countries 
offerred higher prices than the Americans. The EEC imported 70 
percent of Burundi's coffee in 1984, as well as some tea and 
cotton. West Germany was the largest single buyer of Burundi 
coffee. In 1985 and 1986, the EEC's share of Burundi's exports 
Will remain significant, but they will not reach the level 
attained in 1984, 


Fifty percent of the goods entering Burundi originate in the 
EEC. France and the Belgium-Luxembourg Economic Union exported 
the bulk of EEC products, supplying manufactured products, 
production inputs, and consumer goods. Iran is Burundi's 
largest single supplier of imports since most of Burundi's oil 
and gasoline originate in Iran. Trade with Asian and other 
African nations is increasing, but the nonconvertability of 
many Third World currencies and the similarities in 
manufactured goods prevent traditional trading patterns from 
changing. 


Burundi imported food, used clothing, and construction inputs 
from the United States in 1984, making the U.S. market share 
5.5 percent. Our limited imports led to a very positive trade 
balance. In 1985, that balance is likely to be in equilibrium, 
but it may become a negative balance in 1986. 


NET FOREIGN RESERVES: By delaying the repatriation of profits 
and by jealously guarding export revenues, the Government 
increased its foreign reserves to cover about ten weeks of 
imports at the end of 1985. It is intent on maintaining that 
level. 


To stimulate the stagnant economy and to respond to the 
difficult balance of payments problem, the Government is 
negotiating a stabilization and readjustment program with the 
International Monetary Fund and the World Bank. 


U.S. INVOLVEMENT IN BURUNDI 


As Burundi contemplates economic reforms, it is also 
negotiating a Bilateral Investment Treaty with the United 
States to provide a framework of guarantees for American 
investors in Burundi. 





The Government is trying to increase the role of Burundi 


nationals in the economy and encourages foreign investors to 
form partnerships. 


The greatest investment opportunities will be found in the 
primary sector. Strong growth in agriculture can stimulate 
demand for manufactured goods and provide raw materials for 
food processing industries. Industries geared to providing 
inputs necessary for agricultural development hold potential 
promise; these include production of agricultural implements, 
fertilizers, and pesticides. Extractive industries for 
exploiting Burundi's considerable deposits of minerals, 
especially nickel, bastnaesite, cassiterite, alluvial gold, and 
phosphates, would offer investment potential if world market 
prices increase. As petroleum exploration activities progress, 
investment opportunities may grow. 


Trade opportunities exist in some areas. Burundi needs 
agricultural products including sugar, malt, flour, and 
processed foods. There is a demand for construction equipment 
and agricultural machinery, as well as for office equipment and 
for computers. To compete with European firms, U.S. companies 
interested in supplying equipment must be prepared to provide 
technical assistance, training, and service. 


Bidding on the large number of internationally and/or 
Government-financed projects is another option for increased 
involvement by American companies. These possibilities range 
from contracts for management and technical services to turnkey 
factories. Information on major opportunities is made 
available to U.S. businessmen through the Department of 
Commerce or through the U.S. Embassy in Bujumbura. 


(1) All data is derived from the Annual and/or Monthly 
Bulletins of the Bank of the Republic of Burundi, except for 
data on GDP which is from the Ministry of Plan. 1985 
projections are from the Ministry of Plan or from Embassy 
estimates. 


(2) The following annual average exchange rates apply for 
calculation of US dollar equivalents: 
1983 92 BuFrs 1.00 
1984 120 BuFrs fio 
1985 120 BuFrs 1.00 


(3) Debt service ratio is derived from amortization plus ; 
interest paid on the exterior debt (to governments and public 
institutions) divided by export receipts. 


(4) Totals may not add up as not all geographic regions are 
included and the figures have been rounded off. 








